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_ 1. fhe cverail export; quote for land Saxony for the second quarter of 1949 aa ie 
é) AM/ prepared by the Administration for Foreign Trade was about ten million marks, 

aseiened es folluws: 5.5 milifon EM for the textile industry (2.2 million BM 

for women's stocitings, 3.3 for other textiles), tvo million BM for machines 

and tools, and 2,5 million BM for leather, paper, and other products. 


25X1A TE occa: This is a great drop from the 1947 quarterly figures which 
were usually bebween tuenty aad thirty million RM. ‘The rrimary reason for 
the reductior. 19 lack of rav materials; even for the present small figure, 

it will be divficult te find enough swrites. 


a. Exrorters believe that SMA te gradually eliminating the Foreien Trade 
Administratinn quota eyetem, since = new method of assiening production hes 
been intredvsed. The SHA assigns production quotas to certain arproved 
export fi.ms,and on the basis of the assianment the firm arplies for the 
necessary Taw naterlals. First samples ef each product are submitted to 
SMA Toraten and Interzonal Trade Division and, if aryroved, are released for 
the expert quota. If not arrroved, they wust be offered to the Sdchsisches 
indueatyie Kontor (SIE). which normally provides raw materials ang distributes 
prodvction for the internal market, STK may Cisrose ef the product either 
am *se Russian Zone or under Order No. 23l, : 


3, In effect, the Frocess as seen by the export firm is as fotlovs: 
ae A knitting mill vroduces a quantity ef men's socks for the exrort market. 


b. he mill rerorts the quantity troduced and sends a samrle to the ezror$ 
Fira. 


co ‘he export firm rerorts the quantity praduced and forwards a sanrle to 
SMA Foreign and Interzonal Trade Divt sion (in Dresden, for Saxony). 


d. SMA decides whether the socks are of export quality and sets an exrort 
price, 
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e. If the socks sre for exrort, the extort ecomtany must offer them to the 
Soviet exyort companies Ex-ort~Lin and Reans-Eio ort and may o7fer them 
to foreign buyers. ‘he rroducer can also seel a foreign yurchaser. 


#. if the Soviet corrantes: do not ruvchege the sneks (rayihg for them in 
marke or charging them off to rer:rationgs), and either the exrorter or 
rroducer fincs a buyer, a tentative bill of sale is drei up. All 
questions of exrart prices must be referred to SHA, ané the tentative 
Bale must be submitted for arrrovs} to the Export-Import Comrany(Gmbk) 
of Saxony and for elearence to SMA, 


ef. If the sale ie arrroved, the buyer rays the rrice to the Garantile-und 
Kredijlank, which then raya the producer or ex-orter in martrs, 
SMA receives the foreign exchanve edit, 


lL, Ag a result of this rrocess, some of th: goots assigned to ex: ort quotas 
are diverted anc. quotas are not met. E:rorters feel that the next ste: will] 
be to eliminate the Foreign Trade quota and permit export firms to recuest. 
raw meterial allocations only vhia they ern present exert contracts from 
foreign buyers. Moreover, goods rejected tor exyort by SiiAare te be in fugere 
offered to Soviet sntellite couvtrics, largely for rroraganda reasons, 
according to source, since the USSR depives xo foreign exchange profit from 
auch sales. Exrort firms can vegotiaty only 4th hard currency countries. , 


5» Before May 1948, producers tuned over their goocs immediately after 
manufacture to exporters and vere yaie at once. This, hovever, resulted dn 
eredit difficulties for exro-vters and finally fovced their liculdation or 
nationalization, (The lest, firm to hold out apaiust the pressure tactics 
used to encourage national! cation, NMiting and Co., final’y succumbed and 
permitted a contract for /ifty~one rer cent state sarticipation in dune 1948.) 
Since May, the rroducer hs been forced to hold hit goods until a buyer vas 
found, thus tying wp his cariteal, aad to rock them for @xrort.a¢ hie oun 
expense, a resronsibilit; formerly hanélec by the atrort gconrany. There 
measures are regarded ac steys in forcing producers into debt and hastening 
vationalization of firm. 


25X1A omnes: The urffonalization of Futing & Co. vas rev orted ty another 
source in midJune 1943. Preliminery measures and hailing of other firms 
were ciscussed tna rrevioue report, 


6. Colonel Chernov, chi’f of the Poreien and Interzonal Trrie Division of SHA 
Saxonyevas reepiled to Maseov on 25 May 1948, ané his fean\iy vas returned to 
the USSR in haste viortiy sftervard. Chernev's ériver anil other emrloyees 
vere questioned o. his mivements and contacts. Ne reason vor his reel? VE 
kmown, but sourcr comments that he una a moterate Communirss and, in the 
interest of bet’er business, defended rriveate German fire scatust 
nationaldzatiay rressure, 
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